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SUBJECT: BRAZILIAN COFFEE PURCHASES 

REES: (A) RIO DE JANEIRO 2639, (B) STATE 230416, 1976 

1 . REPORTS THAT INTERBRAS, A TRADING SUBSIDIARY OE GOVERN- 
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MENT CONTROLLED PETROBRAS, HAS PURCHASED A SUBSTANTIAL 
QUANTITY OE COEFEE FROM EL SALVADOR AND IS NEGOTIATING 
FOR PURCHASES FROM THE IVORY COAST AND MADAGASCAR ARE DIS- 
TURBING. THESE PURCHASES, IE THEY OCCUR, ARE PARTICULARLY 
INAPPROPRIATE AT THIS TIME EOR A NUMBER OF REASONS. 

2. ALTHOUGH GREEN COFFEE PRICES HAVE DROPPED FROM THEIR 
PEAK IN THE LAST TWO MONTHS, THEY REMAIN AT SUCH HIGH LEVELS 
THAT CONSUMPTION IN THE U.S. IS DEMONSTRABLY DROPPING. IN 
ADDITION, TEST MARKETING OF NEW PRODUCTS USING EXTENDERS IS 
UNDERWAY BY ALL MAJOR U.S. ROASTERS. EFEORTS BY PRODUCERS 
LIKE THE REPORTED PURCHASES TO SUSTAIN PRICES AT CURRENT 
LEVELS WOULD ONLY SERVE TO ENCOURAGE THESE TRENDS AND 
FURTHER DISCOURAGE CONSUMPTION. SUCH ACTION WOULD BE CON- 
TRARY TO THE UNDERTAKINGS OE THE INTERNATIONAL COEFEE AGREE- 
MENT WHICH SEEK TO AVOID PRICES THAT WOULD HAMPER INCREASES 
IN CONSUMPTION. IT WOULD ALSO BE EXTREMELY SHORTSIGHTED IN 
TERMS OE PRODUCERS' INTERESTS IN AVOIDING PERMANENT LOSSES 
OF MARKETS AND EXPORT EARNINGS. 

3. UNDER THE TERMS OF THE INTERNATIONAL COFFEE AGREEMENT, 
SALES OF COFFEE EROM ONE EXPORTING MEMBER TO ANOTHER WILL 
NOT BE COUNTED TOWARD THE SELLER'S FUTURE EXPORT QUOTA. AS 
A RESULT, ITS QUOTAS WILL BE SIGNIFICANTLY LESS THAN IE ITS 
COFFEE WERE EXPORTED TO IMPORTING MEMBERS. 

4. ACTION REQUESTED: ACTION ADDRESSEES SHOULD INEORM 
APPROPRIATE OEFICIALS IN HOST GOVERNMENTS OF OUR CONCERN 
OVER THESE REPORTS. U.S. REP TO THE INTERNATIONAL COFFEE 
ORGANIZATION SHOULD ALSO EXPRESS THESE VIEWS AT THE JUNE 
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